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In late October, President Juan Carlos Wasmosy vetoed a bill approved in September by the
legislature that would have immensely increased congressional control over the privatization of
state firms in Paraguay. Shortly after vetoing the bill, President Wasmosy announced plans to
proceed with the privatization of four more state firms. When President Wasmosy took office in
August 1993, he quickly announced plans to sell off at least ten state firms, beginning with the
national airline (Lineas Aereas Paraguayas, LAPSA).
So far, however, the government's efforts have been hampered by congressional maneuvers to
restrict the executive's authority to privatize state companies independently of the legislature. In
April, for example, the Senate passed a bill that declared five firms the national water, electric,
and telephone companies, plus a cement company and the Social Security Institute (Instituto
de Prevision Social) "strategic" public utilities, effectively prohibiting the executive from selling
those firms. Wasmosy vetoed that bill, but since then the executive has been unable to muster
the necessary support in Congress to approve their privatization. Then, in late September, the
Senate passed another bill that would have greatly increased the legislature's control over all future
privatizations.
Among other things, the bill would have forced the executive to draw up the complete terms and
conditions for the proposed sale of each public firm before requesting congressional approval
for privatization, thereby allowing Congress to review the benefits or disadvantages of the sale
before giving its consent. In addition, the bill would have prohibited the government from taking
responsibility for repaying debt owed by companies targeted for privatization (see Chronicle,
10/06/94). Not surprisingly, on Oct. 19 President Wasmosy vetoed the Senate bill, accusing
legislators of attempting to sabotage the entire privatization program.
"By vetoing this bill I am upholding my historic duty to carry out economic reforms," said Wasmosy.
"The proposed legislation is so rigid that it would have converted the entire privatization process
into an unmanageable bureaucratic nightmare. The setting of terms and conditions is done
through a lengthy consulting process that for practical purposes must take place after the legal
authorization for privatization is already granted." In fact, Wasmosy accused legislators of simply
erecting obstacles to impede the privatization of any state firms irrespective of the advantages or
disadvantages of their sale, thus making it virtually impossible for the executive to achieve the
necessary approval to proceed with any of the privatizations that still require the legislature's
backing.
As a result, Wasmosy vowed to immediately push forward with the sale of four small state firms that
already have legislative approval, and to seek mechanisms to allow the private sector to participate
in the expansion of services in firms that are not yet authorized for sale, thereby sidestepping
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difficult battles with Congress. The firms already approved for privatization are the alcohol refinery
(Administracion Paraguaya de Alcoholes, APAL), the steel company (Aceros Paraguayas, ACEPAR),
the state railroad company (Ferrocarril Central), and the state shipping firm (Flota Mercante del
Estado, FLOMEPARSA).
On Nov. 1, the Wasmosy administration hired a French consulting firm, Banque Paribas y
Asociados, to begin preliminary studies of those companies and draw up strategies to proceed with
their sale in 1995. The French firm, which will receive US$2 million for its services, will also act as
the government's principal advisor during the privatization process. Also, on Nov. 23, the state
telephone company (Administracion Nacional de Telecomunicaciones, ANTELCO) announced
its decision to award contracts to private companies to install some 215,000 new telephone lines
in Paraguay, allowing ANTELCO to expand and improve telecommunications services without
privatizing the company. The winning bidders would be expected to invest at least US$200 million
in the expansion project, which should be completed by 1999. ANTELCO reported US$5 million in
operating losses in 1993, greatly limiting the company's ability to upgrade its service,
At present, ANTELCO has outstanding requests for 180,000 new telephone lines. Paraguay operates
an average of 3.1 telephone lines for every 100 inhabitants, compared with an average of about
7 lines per 100 inhabitants in the rest of Latin America. Meanwhile, on Oct. 20 the government
formally transferred the national airline LAPSA to the private consortium "Skies of America" (Cielos
de America), making LAPSA the first privatized firm in Paraguay. The consortium which is headed
by Ecuador's private airline SAETA (Sociedad Ecuatoriana de Transportes Aereos) and includes two
Paraguayan investors paid US$22 million for LAPSA. The new owners promise to begin operations
in early 1993. The company's planes have been grounded since last March, when LAPSA officials
declared the firm bankrupt
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